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:H�KDYH�FRPSOHWHG�RXU�LQVSHFWLRQ�RI�WKH�)DUP�&UHGLW�$GPLQLVWUDWLRQ¶V��)&$�RU�$JHQF\�
7HOHFRPPXQLFDWLRQ� &RVWV� DQG� 6HUYLFHV�� � 2XU� REMHFWLYHV� ZHUH� WR� HYDOXDWH� WKH� FRVW� RI
WHOHFRPPXQLFDWLRQ� VHUYLFHV� SURYLGHG� WR� )&$� WKURXJK� WKH� )&6� %XLOGLQJ� $VVRFLDWLRQ
�)&6%$���LGHQWLI\�DOWHUQDWLYH�SURYLGHUV��LI�DSSURSULDWH��WHVW�WKH�DFFXUDF\�DQG�LQWHJULW\�RI
ELOOLQJV�IRU�WKHVH�VHUYLFHV��DQG�UHYLHZ�WKH�$JHQF\¶V�RYHUVLJKW�RI�WKLV�DUHD�

$IWHU�WKH�HQWUDQFH�FRQIHUHQFH�IRU�WKLV�LQVSHFWLRQ��WKH�)&6%$�FRQWUDFWHG�ZLWK�WKH�*HQHUDO
6HUYLFHV�$GPLQLVWUDWLRQ¶V�)HGHUDO�7HFKQRORJ\�6HUYLFH� �)76�������3URJUDP�� �8SRQ� LWV
IXOO�LPSOHPHQWDWLRQ��)76������ZLOO�UHGXFH�WKH�IXWXUH�FRVW�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV�
,PSOHPHQWDWLRQ� RI� RXU� UHFRPPHQGDWLRQ� WR� EX\� YLGHRFRQIHUHQFLQJ� VHUYLFHV� FDQ
VLJQLILFDQWO\� UHGXFH� WUDYHO� H[SHQVHV�� � :H� LGHQWLILHG� DSSUR[LPDWHO\� ������� LQ� ELOOLQJ
HUURUV�E\� WKH�SURYLGHU� WKDW�ZHUH�SDVVHG�RQ� WR�)&$�� �)&6%$�KDV�FUHGLWHG�)&$� IRU� WKLV
DPRXQW���:H�DOVR�IRXQG�WKDW�)&6%$�ELOOHG�)&$�IRU�DSSUR[LPDWHO\��������LQ�FRVWV�WKDW
DUH�QRW�FRQVLVWHQW�ZLWK�WKH�0HPRUDQGXP�RI�8QGHUVWDQGLQJ��028����6RPH�RI�WKLV�DPRXQW
ZDV�DSSOLHG�DJDLQVW�WKH�DPRUWL]HG�FRVWV�RI�V\VWHP�XSJUDGHV�

$V�D�UHVXOW�RI�WKLV�LQVSHFWLRQ�DQG�GLVFXVVLRQV�ZLWK�PDQDJHPHQW�WKURXJKRXW�WKLV�SURFHVV�
WKH� $JHQF\¶V� DUUDQJHPHQW� ZLWK� WKH� )&6%$� IRU� WHOHFRPPXQLFDWLRQ� VHUYLFHV� ZLOO� EH
LPSURYHG�LQ�WKH�IROORZLQJ�ZD\V�

�� )&$�ZLOO� XSGDWH� WKH�028�ZLWK� )&6%$� WR� FODULI\� SUDFWLFHV� WKDW� DUH� QRW� FRQVLVWHQW
ZLWK�WKH�FXUUHQW�028�

�� )&$�ZLOO�HQVXUH�WKH�DFFXUDF\�DQG�LQWHJULW\�RI�WHOHFRPPXQLFDWLRQ�FKDUJHV�WR�)&$�DQG
WDNH�DQ�DFWLYH�SDUW�LQ�PDNLQJ�DGMXVWPHQWV�ZKHQ�QHFHVVDU\�

�� )&$�ZLOO�KDYH�WKH�2IILFH�RI�*HQHUDO�&RXQVHO�RSLQH�RQ�ZKHWKHU�)&$�LV�HOLJLEOH� IRU
WD[�H[HPSW�WUHDWPHQW�ZKHQ�EX\LQJ�WHOHFRPPXQLFDWLRQ�VHUYLFHV�WKURXJK�)&6%$�

�� )&$�DJUHHV�WR�DVN�WKDW�)&6%$�EX\�YLGHRFRQIHUHQFLQJ�VHUYLFHV�IRU�WKH�$JHQF\�



�� )&$¶V�2IILFH�RI�5HVRXUFHV�0DQDJHPHQW�DJUHHV�WR�GHYHORS�DQG�GLVWULEXWH�JXLGDQFH�WR
HGXFDWH� VWDII� DERXW� WKH�PRVW� HFRQRPLFDO�ZD\� WR� XVH� WKH� YDULRXV� WHOHSKRQH� FKRLFHV
DYDLODEOH�WR�WKHP�

�� )&$�ZLOO� UHILQH� LWV� UHYLHZ�DQG� FRQWURO�SURFHGXUHV� IRU� ORQJ�GLVWDQFH� WHOHSKRQH� FDOOV
DQG�VXSHUYLVH�WKHLU�DSSOLFDWLRQ�WR�HQVXUH�FRPSOLDQFH�ZLWK�LQWHUQDO�SROLF\�

:H�FRQGXFWHG�WKLV�UHYLHZ�LQ�DFFRUGDQFH�ZLWK�WKH�4XDOLW\�6WDQGDUGV�IRU�,QVSHFWLRQV�LVVXHG
E\� WKH� 3UHVLGHQW¶V� &RXQFLO� RQ� ,QWHJULW\� DQG� (IILFLHQF\�� �:H� FRQGXFWHG� RXU� ILHOGZRUN
IURP�$SULO������WR�2FWREHU������DW�)&$�KHDGTXDUWHUV�LQ�0F/HDQ��9LUJLQLD���$Q�HQWUDQFH
FRQIHUHQFH�ZDV�KHOG�RQ�0DUFK����������0DQDJHPHQW�DQG�)&6%$�ZHUH�SURYLGHG�D�GUDIW
RI�WKLV�UHSRUW�RQ�2FWREHU����������DQG�ZH�KDYH�LQFOXGHG�WKHLU�ZULWWHQ�UHVSRQVHV� �
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)&$� LV� D� QRQDSSURSULDWHG� DJHQF\� ZLWK� UHJXODWRU\�� H[DPLQDWLRQ� DQG� VXSHUYLVRU\
UHVSRQVLELOLWLHV�RYHU�WKH�)DUP�&UHGLW�6\VWHP��)&6�RU�6\VWHP��EDQNV�DQG�DVVRFLDWLRQV�DQG
DVVHVVHV�6\VWHP�LQVWLWXWLRQV�IRU�LWV�DGPLQLVWUDWLYH�FRVWV�� �7KH�)&6�%XLOGLQJ�$VVRFLDWLRQ
�)&6%$��ZDV� IRUPHG� E\� WKH� EDQNV� RI� WKH� 6\VWHP� WR� SURYLGH� D� YHKLFOH� WKURXJK�ZKLFK
WKH\�FRXOG�DFTXLUH��FRQVWUXFW��GHYHORS��RZQ��KROG��LPSURYH��PDLQWDLQ��OHDVH��DQG�GLVSRVH
RI� SK\VLFDO� IDFLOLWLHV� DQG� UHODWHG� SURSHUWLHV� WR� KRXVH� WKH� RIILFHV� RI� WKH� )&$��7KH� )&$
%RDUG�PHPEHUV�VHUYH�DV�WKH�ERDUG�IRU�)&6%$�DQG�DUH�DXWKRUL]HG�WR�DFW�DV�WKH�DJHQW�RI
WKH�EDQNV�

)&$�KHDGTXDUWHUV�DQG�WKH�0F/HDQ�ILHOG�RIILFH�RFFXS\�RIILFH�VSDFH�LQ�WKH�EXLOGLQJ�RZQHG
E\�)&6%$���)RXU�RWKHU�ILHOG�RIILFHV�RFFXS\�RIILFH�VSDFH�OHDVHG�E\�)&6%$���7KH�$JHQF\
SD\V�QR�UHQW�IRU�WKLV�RIILFH�VSDFH���)&6%$�DOVR�SURYLGHV�WHOHFRPPXQLFDWLRQ�HTXLSPHQW�WR
)&$� XQGHU� D� UHLPEXUVDEOH� RSHUDWLQJ� OHDVH� WKDW� LV� UHQHZDEOH� \HDUO\�� )&$¶V
WHOHFRPPXQLFDWLRQ� H[SHQVHV�ZHUH� ��������� DQG� ��������� IRU� )<� ����� DQG� )<� �����
UHVSHFWLYHO\�

7KH� LQVSHFWLRQ� ZDV� SURPSWHG� LQ� SDUW� E\� WKH� ZHOO�SXEOLFL]HG� UHGXFWLRQ� LQ
WHOHFRPPXQLFDWLRQ� FRVWV� DYDLODEOH� WR� )HGHUDO� DJHQFLHV� WKURXJK� WKH� )76� ����� FRQWUDFW
QHJRWLDWHG� E\� WKH� *HQHUDO� 6HUYLFHV� $GPLQLVWUDWLRQ� �*6$�� DQG� DQQRXQFHG� LQ� -DQXDU\
�����

2%-(&7,9(6��6&23(��DQG�0(7+2'2/*<

7KH�REMHFWLYHV�RI�WKLV�LQVSHFWLRQ�ZHUH�WR�HYDOXDWH�WKH�FRVW�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV
SURYLGHG�WR�)&$�WKURXJK�WKH�)&6%$��LGHQWLI\�DOWHUQDWLYH�SURYLGHUV�� LI�DSSURSULDWH�� WHVW
WKH�DFFXUDF\�DQG�LQWHJULW\�RI�)&6%$�ELOOLQJV�IRU�WKHVH�VHUYLFHV��DQG�UHYLHZ�WKH�$JHQF\¶V
PRQLWRULQJ� DFWLYLWLHV� RYHU� WKLV� DUHD��:H� UHYLHZHG�$JHQF\� ELOOLQJV� IRU� WKUHH�PRQWKV� WR
LGHQWLI\�� ��� KRZ� )&$� VWDII� XVHG� WKH� WHOHFRPPXQLFDWLRQV� DYDLODEOH� WR� WKHP�� ��� KRZ
HVWDEOLVKHG�FRQWUROV�ZHUH�DSSOLHG��DQG����DQ\� H[FHSWLRQV� WR� WKH�DSSURSULDWH�� DXWKRUL]HG�
HIILFLHQW�DQG�HIIHFWLYH�XVH�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV��:H�DOVR�VXUYH\HG�RWKHU�)HGHUDO
ILQDQFLDO�UHJXODWRU\�DJHQFLHV�DERXW�WKHLU�XVH�RI�YLGHRFRQIHUHQFLQJ�DQG�WKH�*6$¶V�)HGHUDO
7HFKQRORJ\� 6HUYLFH� ����������� � )LQDOO\�� ZH� FRPSDUHG� WKH� FRQWUDFW� QHJRWLDWHG� E\
)&6%$� DQG� )&$� WR� WKH� WHOHFRPPXQLFDWLRQV� FRQWUDFW� QHJRWLDWHG� E\� *6$� IRU� )HGHUDO
DJHQFLHV�

),1',1*6��&21&/86,216��DQG�$*5(('�8321�$&7,216

6XEVWDQWLDO�VDYLQJV�ZLOO�EH�JDLQHG�E\�XVLQJ�*6$¶V�)76������

'XULQJ�WKH�HQWUDQFH�FRQIHUHQFH�IRU�WKLV�HYDOXDWLRQ��ZH�QRWHG�WKDW�)&6%$�KDG�QRW�DVNHG
IRU�SURSRVDOV�IURP�WKH�)76������SURJUDP��)76������SUHGHFHVVRU��ZKHQ�QHJRWLDWLQJ�WKH
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WKHQ�H[LVWLQJ� FRQWUDFW� DQG� DVNHG� ZKHWKHU� WKH\� ZHUH� FRQVLGHULQJ� WKH� QHZ� )76� ����
SURJUDP� IRU� )&$�� � )&6%$� VWDWHG� WKDW�� KLVWRULFDOO\�� WKHUH� ZHUH� QR� VLJQLILFDQW� SULFH
DGYDQWDJHV�WR�WKH�)76������SURJUDP�RYHU�RWKHU�SURYLGHUV�RI�WHOHFRPPXQLFDWLRQ�VHUYLFHV
DQG�WKDW�)&$�PDQDJHPHQW�SUHIHUUHG�RWKHU�SURYLGHUV���1HYHUWKHOHVV��)&6%$�VWDWHG�*6$
KDG�EHHQ�GRLQJ�VRPH�³JRRG�WKLQJV�RYHU�WKHUH´�DQG�WKH\�ZRXOG�EH�NHHSLQJ�WKHP�LQ�PLQG
IRU� � IXWXUH� FRQWUDFWV�� � $IWHU� WKH� HQWUDQFH� FRQIHUHQFH�� )&6%$� FRQWDFWHG� *6$� DERXW
JHWWLQJ�D�ELG�IRU�VHUYLFHV�IURP�)76������DQG�KDYH�WROG�XV�WKDW��RQ�2FWREHU�����������WKH\
FRPPLWWHG�WR�EX\�WHOHFRPPXQLFDWLRQV�VHUYLFHV�WKURXJK�*6$¶V�)76��������7KH�IDYRUDEOH
SULFLQJ�DYDLODEOH�WKURXJK�)76������VKRXOG�SURYLGH�VXEVWDQWLDO�VDYLQJV�WR�WKH�$JHQF\�DV
ZHOO�DV�EROVWHU� WKH�)&6%$¶V�DELOLW\� WR�JHQHUDWH� LQFRPH� IURP�RWKHU�QRQ�$JHQF\� WHQDQWV
IRU�ZKRP�WKH�)&6%$�SURYLGHV�WHOHFRPPXQLFDWLRQ�VHUYLFHV�

7KH� H[LVWLQJ� 0HPRUDQGXP� RI� 8QGHUVWDQGLQJ� �028�� EHWZHHQ� WKH� $JHQF\� DQG
)&6%$�GRHV�QRW� DXWKRUL]H� VRPH�RI� WKH� WHOHFRPPXQLFDWLRQ� FRVWV�ELOOHG� WR�)&$�E\
)&6%$�

7KH� 028� EHWZHHQ� )&$� DQG� )&6%$� IRU� WHOHFRPPXQLFDWLRQ� VHUYLFHV� SURYLGHV�� LQ
HVVHQFH�� WKDW� )&6%$¶V� ELOOLQJV� ZLOO� ³SDVV� WKURXJK´� RQO\� DFWXDO� FRVWV� XQOHVV� )&$
VSHFLILFDOO\�DOORZV�RWKHUZLVH��6SHFLILFDOO\��6HFWLRQ�9��F��VWDWHV�WKDW�WKH�)&6%$�³ZLOO�QRW
FKDUJH� WKH� )&$� DQG� WKH� )&$� ZLOO� QRW� SD\� )&6%$� D� IHH� RU� SURILW� IRU� )&6%$¶V
SHUIRUPLQJ�XQGHU�WKH�028�´��)XUWKHUPRUH��6HFWLRQ�9��G��RI�WKH�028�VWDWHV�WKDW�³7KH
)&6%$�ZLOO� VXEPLW� WR� WKH� )&$¶V� )LVFDO�5HVRXUFHV�'LYLVLRQ� DQ� LQYRLFH�� RQ� D�PRQWKO\
EDVLV��WKDW�GHVFULEHV�DQG�LWHPL]HV�WKH�DFWXDO�FRVWV�DOORFDWHG�DQG�RU�SURUDWHG�WR�WKH�)&$�IRU
WKH� PRQWKO\� ELOOLQJ� SHULRG�� � 7KH� LQYRLFH� ZLOO� LQFOXGH� DQ\� UHDVRQDEOH� LQIRUPDWLRQ� DQG
GRFXPHQWDWLRQ� GHHPHG� QHFHVVDU\� E\� )&$� WR� VXEVWDQWLDWH� WKH� FRVWV� DOORFDWHG� DQG�RU
SURUDWHG�WR�WKH�)&$�DQG�WR�DXWKRUL]H�SD\PHQW�E\�WKH�)&$�´��7KH�IROORZLQJ�LQVWDQFHV�GR
QRW�FRPSO\�ZLWK�WKH�028���7KH�HVWLPDWHG�DPRXQWV�VKRZQ�ZHUH�VXSSOLHG�E\�)&6%$�DQG
DUH�FRQVHUYDWLYH��EDVHG�RQ�RXU�RZQ�DQDO\VLV�

�� /RFDO�FDOOV�ZHUH�FKDUJHG�WR�)&$�DW����FHQWV�SHU�FDOO�UDWKHU�WKDQ�WKH���FHQWV�SHU�FDOO
FKDUJHG� E\� WKH� SURYLGHU� �D� ��� SHUFHQW� SUHPLXP��� 7KLV� SUHPLXP� DPRXQWHG� WR� DQ
HVWLPDWHG��������\HDU�LQ�DGGLWLRQDO�FKDUJHV�WR�WKH�$JHQF\�� �)&6%$�VWDWHG�WKDW� WKH\
DSSOLHG� WKLV� H[FHVV� DJDLQVW� WKH� DPRUWL]HG� FRVWV� DVVRFLDWHG� ZLWK� WKH� FKDQJH� LQ� WKH
SURYLGHU�RI�ORFDO�VHUYLFH���+RZHYHU��WKLV�DPRUWL]HG�DPRXQW�ZDV�QRW�LGHQWLILHG�RQ�WKH
LQYRLFH�WR�WKH�$JHQF\�DV�LV�SUHVFULEHG�E\�WKH�028���7KLV�PHWKRG�RI�SD\PHQW�LV�QRW
FRQVLVWHQW� ZLWK� WKH� WUHDWPHQW� RI� VLPLODU� IL[HG� FRVWV� DVVRFLDWHG� ZLWK� VZLWFKLQJ
SURYLGHUV�

�� /RFDO�FDOOV�ZHUH�FKDUJHG� WR�)&$�IRU�HDFK�GLDOLQJ�DWWHPSW�HYHQ� WKRXJK� WKH�SURYLGHU
ELOOHG� )&6%$� RQO\� ZKHQ� D� VXFFHVVIXO� FRQQHFWLRQ� ZDV� PDGH�� � 7KLV� SUHPLXP
DPRXQWHG� WR� DQ� HVWLPDWHG� �����\HDU� LQ� DGGLWLRQDO� ELOOLQJV� WR� WKH�$JHQF\�� � )&6%$
VWDWHG�WKDW�WKLV�LV�D�ORQJ�VWDQGLQJ�SUDFWLFH�WKDW�ZDV�FRPPRQ�NQRZOHGJH�WR�WKH�$JHQF\
HYHQ� WKRXJK� WKH�028� FDOOV� IRU� SDVV� WKURXJK� ELOOLQJ� RI� FRVWV�� �:H�ZHUH� XQDEOH� WR
LGHQWLI\�)&$�SHUVRQQHO�ZKR�ZHUH�IDPLOLDU�ZLWK�WKLV�SUDFWLFH�
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�� /RQJ�GLVWDQFH�FDOOV�ZHUH�ELOOHG�WR�)&$�DW���FHQWV�SHU�PLQXWH�UDWKHU�WKDQ�WKH�����FHQWV
SHU�PLQXWH�ELOOHG�E\�WKH�SURYLGHU��D����SHUFHQW�SUHPLXP���7KLV�SUHPLXP�DPRXQWHG�WR
DQ�HVWLPDWHG��������LQ�DGGLWLRQDO�FKDUJHV�WR�WKH�$JHQF\�DQQXDOO\��)&6%$�VWDWHG�WKDW
WKH\�DSSOLHG�WKLV�H[FHVV�DJDLQVW�WKH�DPRUWL]HG�FRVWV�DVVRFLDWHG�ZLWK�WKH�FKDQJH�LQ�WKH
SURYLGHU�RI�ORQJ�GLVWDQFH�VHUYLFH��+RZHYHU��WKLV�DPRUWL]HG�DPRXQW�ZDV�QRW�LGHQWLILHG
DV�VXFK�RQ�)&6%$¶V�LQYRLFH�WR�WKH�$JHQF\�DV�SUHVFULEHG�LQ�WKH�028��7KLV�PHWKRG
RI�SD\PHQW�LV�QRW�FRQVLVWHQW�ZLWK�WKH�WUHDWPHQW�RI�VLPLODU�IL[HG�FRVWV�DVVRFLDWHG�ZLWK
VZLWFKLQJ�SURYLGHUV�

�� /RQJ�GLVWDQFH�FDOOV�ELOOHG�WR�)&$�ZHUH�³URXQGHG�XS´�WR�WKH�QH[W�PLQXWH�UDWKHU�WKDQ
WKH�³URXQGLQJ�XS´�WR�QH[W�����WK�RI�PLQXWH�ELOOHG�WR�)&6%$�E\�WKH�VHUYLFH�SURYLGHU�
7KLV�SUDFWLFH� DPRXQWHG� WR�DQ�HVWLPDWHG�������� LQ� DGGLWLRQDO� FKDUJHV� WR� WKH�$JHQF\
DQQXDOO\�� � )&6%$� VWDWHG� WKDW� WKLV� LV� D� ORQJ�VWDQGLQJ� SUDFWLFH� WKDW� ZDV� FRPPRQ
NQRZOHGJH� WR� WKH� $JHQF\� HYHQ� WKRXJK� WKH�028� FDOOV� IRU� SDVV� WKURXJK� ELOOLQJ� RI
FRVWV�� �:H�ZHUH�XQDEOH� WR� LGHQWLI\�DQ\�)&$�SHUVRQQHO�ZKR�ZHUH� IDPLOLDU�ZLWK� WKLV
SUDFWLFH�

$JUHHG�8SRQ�$FWLRQ

�� )&$�ZLOO� XSGDWH� WKH�028� WR� FODULI\� WKH� EDVLV� IRU� WHOHFRPPXQLFDWLRQV� ELOOLQJV
DQG�SURYLGH�VXIILFLHQW�RYHUVLJKW�WR�DVVXUH�WKDW�IXWXUH�ELOOLQJV�DUH�FRQVLVWHQW�ZLWK
WKH�028�

)&6%$¶V� LQWHUQDO� FDOO� WUDFNLQJ� VRIWZDUH� GRHV� QRW� JHQHUDWH� UHOLDEOH� ELOOLQJV� WR� WKH
)&$�

9DULRXV�SURYLGHUV�ELOO�)&6%$�IRU�WHOHFRPPXQLFDWLRQ�VHUYLFHV�XVHG�E\�WKH�)&6%$��)&$
DQG� VRPH� RWKHU� WHQDQWV� RI� WKH�0F/HDQ�+HDGTXDUWHUV� %XLOGLQJ�� � )&6%$� WKHQ� ELOOV� WKH
XVHUV� IRU� WKHLU� VKDUH� RI� WKHVH� FRVWV�� VRPH� RI� ZKLFK� DUH� GLUHFW� DQG� VRPH� RI� ZKLFK� DUH
DOORFDWLRQV���$SSHQGL[�$�VKRZV�WKDW������������WRWDO�RI�IRRWQRWH�����RI�WKH�0DUFK�����
WHOHFRPPXQLFDWLRQV� ELOO� WR� WKH� $JHQF\� ZDV� DOORFDWHG� FRVWV� FDOFXODWHG� E\� )&6%$¶V
LQWHUQDO�FDOO�WUDFNLQJ�VRIWZDUH���7KH�ELOOLQJV�WR�)&$�WKDW�UHVXOW�IURP�WKLV�SURFHVV�DUH�QRW
UHOLDEOH�EHFDXVH�WKH\�DUH�GLIILFXOW� WR�XQGHUVWDQG��VRPH�FKDUJHV�DUH�LQFRQVLVWHQW�ZLWK� WKH
028��DV�GHVFULEHG�LQ�WKH�SUHYLRXV�VHFWLRQ���DQG�LQFOXGH�HUURUV�DQG�RPLVVLRQV�

%LOOLQJV� DUH� GLIILFXOW� WR� XQGHUVWDQG� EHFDXVH� RI� WKH� ZD\� WKH� IL[HG� FRVWV� RI� HTXLSPHQW
XSJUDGHV� DUH� DPRUWL]HG�� � 5DWKHU� WKDQ� DPRUWL]LQJ� WKHVH� IL[HG� FRVWV� XQLIRUPO\� RYHU� D
VSHFLILHG�SHULRG�RI�WLPH��)&6%$�KDV�³URXQGHG�XS´�DFWXDO�UDWHV�IRU�VRPH�FRVWV��VHH�DERYH
VHFWLRQ��DQG�DSSOLHG�WKLV�RYHUDJH�DJDLQVW�WKH�UHWLUHPHQW�RI�WKH�IL[HG�FRVW���,W�LV�GLIILFXOW�WR
WUDFN�WKH�YDULDEOH�UHVXOWV�RI�VXFK�URXQGLQJ�DPRXQWV�DQG�LWV�FUHGLW�DJDLQVW�WKH�RULJLQDO�FRVW�
$OVR�� WKH�SUREOHPV�ZH�KDYH� LGHQWLILHG� LQ� WKH� DOORFDWLRQ� SURFHVV� IXUWKHU� FRPSOLFDWH� WKLV
DUHD�

)&$� KDV� QRW� EHHQ� UHTXLULQJ� GRFXPHQWDWLRQ� WR� H[SODLQ� XQXVXDO� FRPSRQHQWV� RI� ELOOLQJV
IURP� )&6%$�� � 7KH� IROORZLQJ� DUH� PRUH� H[DPSOHV� RI� LWHPV� WKDW� VKRXOG� KDYH� EHHQ
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LQYHVWLJDWHG���,QGLYLGXDOO\��WKHVH�H[DPSOHV�PD\�VHHP�LQVLJQLILFDQW��KRZHYHU��FROOHFWLYHO\
WKH\�VLJQDO�WKDW�LPSURYHPHQW�LV�QHFHVVDU\�

:H�IRXQG�WKH�IROORZLQJ�LWHPV�LQ�RXU�UHYLHZ�RI�WKUHH�PRQWK¶V�FDOOLQJ�GDWD�JHQHUDWHG�E\
WKLV�V\VWHP�

�� ,QGLYLGXDO� ORQJ�GLVWDQFH� FDOOV� ODVWLQJ� PRUH� WKDQ� ���� PLQXWHV� �RYHU� �� KRXUV�� ZHUH
ELOOHG�WR�)&$��:H�LGHQWLILHG�WKUHH�VXFK�FDOOV�WRWDOLQJ�RYHU������LQ�RXU�UHYLHZ�RI�WKUHH
PRQWKV� RI� GDWD�� �7KH� VHUYLFH� SURYLGHU� KDG� QRW� ELOOHG�)&6%$� IRU� WKHVH� FKDUJHV� EXW
WKH\�ZHUH� JHQHUDWHG� E\� )&6%$¶V� LQWHUQDO� FDOO� WUDFNLQJ� VRIWZDUH�� � )&6%$� LQLWLDOO\
VWDWHG� WKDW� LW� KDG� QR� NQRZOHGJH� RI� ZK\� WKHVH� FKDUJHV� ZHUH� RFFXUULQJ� LQ� LWV�
6XEVHTXHQWO\��)&6%$�UDQ�D�VRIWZDUH�WHVW�WR�LGHQWLI\�DOO�FDOOV�LQ������RI�WKLV�QDWXUH�
7KDW�WHVW�LGHQWLILHG�WKUHH�VXFK�FDOOV��KRZHYHU��RQO\�RQH�RI�WKH�FDOOV�GRFXPHQWHG�E\�XV
ZDV�QRWHG�LQ�WKH�)&6%$�WHVW� ��

�� 3DUW�RI�WKH�DOORFDWLRQ�RI�LQGLUHFW�WHOHFRPPXQLFDWLRQ�FRVWV�WR�)&$�LV�EDVHG�RQ�WKH�WRWDO
QXPEHU�RI�KDQGVHWV� LQVWDOOHG�E\�)&6%$��LQFOXGLQJ� WKRVH� LQVWDOOHG�IRU�RWKHU� WHQDQWV�
$V�RI�$XJXVW�����������)&$�KDG����� LQGLYLGXDOV�RQ�VWDII� �LQFOXGLQJ�VHDVRQDO�KHOS�
EXW� ZDV� EHLQJ� ELOOHG� E\� )&6%$� IRU� WKH� XVH� DQG� PDLQWHQDQFH� RI� ���� KDQGVHWV�
&XUUHQWO\�� WKH�$JHQF\�GRHV�QRW�KDYH� D�SURFHVV� WR�HQVXUH� WKDW� DOO� KDQGVHWV� FXUUHQWO\
LQVWDOOHG�DUH�QHFHVVDU\�� �7R�WKH�H[WHQW� WKDW�)&$�KDV�PRUH�KDQGVHWV�DVVLJQHG�WKDQ�LQ
DFWXDO�XVH��WKH�DOORFDWLRQ�UHVXOWV�LQ�D�KLJKHU�FRVW�WR�)&$�WKDQ�QHFHVVDU\�

�� 6RPH� ORFDO� DQG� ORQJ�GLVWDQFH� FDOOV� ZHUH� QRW� ELOOHG� WR� )&$� DW� DOO�� 7KLV� GHILFLHQF\
DPRXQWHG�WR�DQ�HVWLPDWHG��������\HDU�LQ�QRQ�FKDUJHV�WR�WKH�$JHQF\�

:H�DOVR�LGHQWLILHG�HUURUV�LQ�ELOOLQJ�GDWD�IRU�)HEUXDU\��������$SULO������XQUHODWHG�WR�WKH
)&6%$�LQWHUQDO�FDOO�WUDFNLQJ�VRIWZDUH���7KHVH�LQFOXGHG�

�� )&$�ZDV�ELOOHG�RYHU��������IURP�6HSWHPEHU�RI������WR�-XQH�RI������IRU�WROO�FDOOV�E\
WKH�'HQYHU�ILHOG�RIILFH�WKDW�ZHUH�DFWXDOO\�ORFDO�FDOOV�

�� &KDUJHV� IRU� WKH�$JHQF\¶V�����QXPEHUV� IRU� LWV�5HPRWH�$FFHVV�6\VWHP� �5$6��ZHUH
RYHUFKDUJHG�E\��������

�� )&$�ZDV�RYHUFKDUJHG���������LQ�0DUFK������IRU�FDOOLQJ�FDUG�XVH�

�� 7KH�$JHQF\�ZDV�ELOOHG�IRU�FDOOLQJ�FDUG�UDWHV�LQ�H[FHVV�RI�WKH�FRQWUDFWHG����FHQWV�SHU
PLQXWH�WKDW�UHVXOWHG�LQ���������LQ�RYHUFKDUJHV�

�� ,QFRUUHFW� UDWHV�ZHUH� DVVHVVHG� RQ� VRPH�$JHQF\� ���� QXPEHUV� UHVXOWLQJ� LQ� ������� RI
H[FHVV�FKDUJHV�

$IWHU�ZH�QRWLILHG�)&6%$�RI�WKHVH�HUURUV�GXULQJ�RXU�UHYLHZ��)&6%$�FUHGLWHG�WKH�)&$�IRU
DOO�WKH�RYHUFKDUJHV�H[FHSW�IRU�WKH���������WKDW�)&6%$�FRQWHQGV�LV�D�YDOLG�FKDUJH�
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)&6%$¶V�ELOOLQJV�WR�)&$�³SDVVHG�WKURXJK´�YDULRXV�VWDWH�DQG�ORFDO�WD[HV��VXUFKDUJHV��DQG
XVHU� FKDUJHV�� � $V� DQ� H[DPSOH�� RQH� PRQWK¶V� LQYRLFH� IRU� ���� QXPEHUV� WR� DFFHVV� WKH
$JHQF\¶V�FRPSXWHU�QHWZRUN�LQFOXGHG������LQ�WD[HV�RQ�WKH��������ELOO��6LQFH�)&6%$�LV
)&$¶V�DJHQW�IRU�EX\LQJ�WHOHFRPPXQLFDWLRQ�VHUYLFHV��WKH�$JHQF\¶V�WD[�H[HPSW�VWDWXV�PD\
EH�DSSOLFDEOH�WR�VRPH�RI�WKHVH�WHOHFRPPXQLFDWLRQ�VHUYLFH�FRVWV�

$JUHHG�8SRQ�$FWLRQV

�� )&$� ZLOO� VHW� XS� D� PRUH� HIIHFWLYH� SURFHVV� IRU� PRQLWRULQJ� WKH� DFFXUDF\� DQG
LQWHJULW\� RI� WHOHFRPPXQLFDWLRQ� FKDUJHV� DQG� IRU� PDNLQJ� DGMXVWPHQWV� ZKHQ
QHFHVVDU\�

�� )&$� ZLOO� KDYH� WKH� 2IILFH� RI� *HQHUDO� &RXQVHO� RSLQH� RQ� ZKHWKHU� WKH� $JHQF\� LV
HOLJLEOH� IRU� WD[�H[HPSW� WUHDWPHQW� ZKHQ� EX\LQJ� WHOHFRPPXQLFDWLRQ� VHUYLFHV
WKURXJK�WKH�)&6%$�

9LGHRFRQIHUHQFLQJ�VKRXOG�EH�LQFOXGHG�LQ�WKH�UDQJH�RI�VHUYLFHV�SURYLGHG�WR�)&$�

9LGHRFRQIHUHQFLQJ� RIIHUV� D� VLJQLILFDQW� RSSRUWXQLW\� WR� UHGXFH� VWDII� WLPH� DQG� WUDYHO
H[SHQVHV�IRU�YDULRXV�FRPPXQLFDWLRQV�DPRQJ�$JHQF\�VWDII�DQG�EHWZHHQ�$JHQF\�VWDII�DQG
H[WHUQDO� SDUWLHV�� � 7KH�2IILFH� RI� ([DPLQDWLRQ� �2(�� FRXOG� SDUWLFXODUO\� EHQHILW� IURP� WKLV
VHUYLFH�EHFDXVH�RI�WKH�JHRJUDSKLF�GLVSHUVLRQ�RI�LWV�RZQ�VWDII�DQG�WKH�6\VWHP�LQVWLWXWLRQV
2(�PHHWV�ZLWK�UHJXODUO\���2(�H[SHFWV�WR�VLJQLILFDQWO\�UHGXFH�)<������WUDYHO�WKURXJK�WKH
XVH� RI� YLGHRFRQIHUHQFLQJ�� � /HVV� WUDYHO� ZRXOG� DOVR� KDYH� D� SRVLWLYH� HIIHFW� RQ� H[DPLQHU
PRUDOH�� � $GGLWLRQDOO\�� VRPH� LQWHUQDO� $JHQF\� PHHWLQJV� PD\� EH� VXLWHG� IRU� XVLQJ
YLGHRFRQIHUHQFLQJ�

7KH� $JHQF\� KDV� XVHG� YLGHRFRQIHUHQFLQJ� RFFDVLRQDOO\� EXW� UHSUHVHQWDWLYHV� IURP� WKH
$JHQF\¶V�,QIRUPDWLRQ�5HVRXUFHV�'LYLVLRQ��,5'��H[SUHVVHG�FRQFHUQV�GXULQJ�RXU�HQWUDQFH
FRQIHUHQFH� WKDW� WKH� WHFKQRORJ\� ZDV� QRW� RI� VXIILFLHQW� TXDOLW\� DQG� KLVWRULFDOO\� WRR
H[SHQVLYH�� +RZHYHU�� GXULQJ� WKH� LQVSHFWLRQ�� ,5'� DGGHG� WKH� FRVWV� IRU� LQVWDOOLQJ
YLGHRFRQIHUHQFLQJ�FDSDELOLWLHV�IRU�DOO�ILHOG�RIILFHV�LQ�WKH�)<������EXGJHW�

2WKHU�)HGHUDO� ILQDQFLDO� UHJXODWRUV� �WKH�)HGHUDO�5HVHUYH�%RDUG� DQG� WKH� )HGHUDO�'HSRVLW
,QVXUDQFH�&RUSRUDWLRQ��KDYH�LQ�KRXVH�YLGHRFRQIHUHQFLQJ�VHUYLFHV�WKDW�WKH\�XVH�UHJXODUO\
DQG� H[SUHVVHG� VDWLVIDFWLRQ� ZLWK� WKHP�� 7KH� $JHQF\¶V� OLPLWHG� XVH� KDV� DOVR� SURGXFHG
VDWLVIDFWRU\� UHVXOWV��7KH�)76������SURJUDP�FRQWUDFWHG� IRU�E\�)&6%$� LQ�2FWREHU�����
RIIHUV�YLGHRFRQIHUHQFLQJ�VHUYLFHV�LQ�YDULRXV�IRUPDWV�

$JUHHG�8SRQ�$FWLRQ

�� )&$�ZLOO�DVN�)&6%$�WR�EX\�YLGHRFRQIHUHQFLQJ�VHUYLFHV�IRU�WKH�$JHQF\�
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7KHUH� DUH� RSSRUWXQLWLHV� WR� UHGXFH� $JHQF\� WHOHFRPPXQLFDWLRQ� FRVWV� E\� HGXFDWLQJ
)&$�VWDII�DERXW�WKH�PRVW�FRVW�HIILFLHQW�XVHV�RI�DYDLODEOH�RSWLRQV�

2XU�UHYLHZ�RI�WHOHFRPPXQLFDWLRQ�ELOOLQJV�VXJJHVWV� WKDW�$JHQF\�VWDII�GR�QRW�DOZD\V�XVH
WKH�PRVW�FRVW�HIILFLHQW�RSWLRQV�ZKHQ�FKRRVLQJ�IURP�H[LVWLQJ�WHOHFRPPXQLFDWLRQ�VHUYLFHV�
6LQFH�LW�LV�SUREDEOH�WKDW�VWDII�DUH�XQDZDUH�RI�WKH�FRVW�LPSOLFDWLRQV�RI�WKH�YDULRXV�RSWLRQV�
LW� LV� OLNHO\� WKDW� )&$� FRXOG� UHGXFH� LWV� WHOHFRPPXQLFDWLRQ� FRVWV� LI� VWDII� IROORZHG� WKHVH
JXLGHOLQHV�

�� 8VH�ORFDO�$JHQF\�QXPEHUV�UDWKHU�WKDQ�����QXPEHUV�ZKHQHYHU�SRVVLEOH����/RFDO�FDOOV
DUH�IUHH�EXW�����QXPEHUV�FDUU\�DGGHG�FKDUJHV�EDVHG�RQ�WLPH�XVDJH��

�� ,Q�RIILFH�RU�ORFDO�SKRQH�QXPEHU�GLDO�LQ�QHWZRUN�DFFHVVHV�DUH�WKH�PRVW�FRVW�HIIHFWLYH
ZD\V�WR�DFFHVV��GRZQORDG��RU�XSORDG�GDWDEDVHV�RQ�WKH�)&$�QHWZRUN�

�� ,W�LV�OHVV�H[SHQVLYH�������IRU�ILHOG�RIILFHV�WR�FDOO�0F/HDQ�RQ�DQ�����QXPEHU�WKDQ�WR
GLDO�0F/HDQ�GLUHFW�

�� ,W� LV� OHVV� H[SHQVLYH� IRU� 0F/HDQ� WR� GLDO� ILHOG� RIILFHV� GLUHFW� WKDQ� WR� GLDO� WKHLU� ���
QXPEHUV�

�� 8VH�WKH�$JHQF\¶V�����QXPEHUV�UDWKHU�WKDQ�FDOOLQJ�FDUGV���7KLV�UHVXOWV�LQ�D�PLQLPXP
VDYLQJ�RI�����IRU�FDOOV�WR�0F/HDQ�DQG�����IRU�FDOOV�WR�WKH�ILHOG�RIILFHV�

�� 8VH� FHOOXODU� SKRQHV� ZLWK� XQOLPLWHG� FDOOLQJ� SODQV� UDWKHU� WKDQ� FDOOLQJ� FDUGV� RU� WKH
$JHQF\¶V�����QXPEHUV�

$JUHHG�8SRQ�$FWLRQ

�� )&$¶V�2IILFH�RI�5HVRXUFHV�0DQDJHPHQW�ZLOO�GHYHORS�DQG�GLVVHPLQDWH�JXLGDQFH�WR
HGXFDWH�VWDII�DERXW�WKH�PRVW�HFRQRPLFDO�ZD\�WR�XVH�WKH�YDULRXV�WHOHSKRQH�FKRLFHV
DYDLODEOH�WR�WKHP�

7KH�$JHQF\�KDV�QRW�IROORZHG�WKH�UHYLHZ�DQG�FRQWURO�SURFHGXUHV�HVWDEOLVKHG�LQ�)&$
SROLFLHV�DQG�SURFHGXUHV��330V������DQG�����

)&$� 330V� ���� DQG� ���� HVWDEOLVK� WKH� $JHQF\¶V� UHYLHZ� DQG� FRQWURO� SURFHGXUHV� DQG
UHTXLUH� FHUWLILFDWLRQ� WKDW� ORQJ�GLVWDQFH� WHOHSKRQH� FDOOV� ZHUH� PDGH� IRU� RIILFLDO� EXVLQHVV
SXUSRVHV�� �:KLOH� WKHVH� SURFHGXUHV� DUH� DGHTXDWH�� WKH\� DUH� QRW� IROORZHG�� � )XUWKHU�� WKHVH
330V�H[FOXGH�����QXPEHUV��HYHQ� WKRXJK�PRVW�����QXPEHU�FDOOV�DUH� ORQJ�GLVWDQFH� DQG
WKHUHIRUH�VKRXOG�EH�FHUWLILHG�DV�RIILFLDO�EXVLQHVV��)LQDOO\��WKH�VWDWLVWLFDO�VDPSOLQJ�PHWKRG
GHYHORSHG� IRU� XVH� ZLWK� WKH� FHUWLILFDWLRQ� SURFHVV� GRHV� QRW� SURGXFH� D� YDOLG� UDQGRP
VWDWLVWLFDO�VDPSOLQJ�RI�WKH�$JHQF\¶V�ORQJ�GLVWDQFH�SKRQH�FDOOV�
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$JUHHG�8SRQ�$FWLRQ

�� )&$� ZLOO� UHILQH� LWV� UHYLHZ� DQG� FRQWURO� SURFHGXUHV� IRU� ORQJ�GLVWDQFH� WHOHSKRQH
FDOOV� DQG� VXSHUYLVH� WKH� DSSOLFDWLRQ� RI� WKHP� WR� HQVXUH� FRPSOLDQFH�ZLWK� LQWHUQDO
SROLF\�


